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Foreword

We are proud to present the third joint annual report of the President’s Council on Integrity and
Efficiency (PCIE) and the Executive Council on Integrity and Efficiency (ECIE). This report
highlights the accomplishments of the Inspectors General (IGs) during Fiscal Year (FY) 1995.

The impact of the combined Councils in dollars alone was impressive during the year. Based on
recommendations from the IGs, agency managers agreed to change their spending plans for $10.4
billion, which they can now put to better use. Also as a result of IG recommendations, managers
agreed to cancel, or seek reimbursement of, $2.3 billion in questioned costs.

IG investigations recovered $1.5 billion from companies and people who had defrauded the
Government. In addition, investigative work resulted in 14,122 successful prosecutions of
wrongdoers and 4,234 debarments, exclusions, and suspensions of firms or individuals doing
business with the Government.

The narrative of the report emphasizes two principal themes: how the IGs serve as "agents of
positive change" and how they make effective use of "multidisciplinary teams." Areas in which
PCIE and ECIE members served as agents of positive change ranged from disaster assistance and
health care programs, to safety and security concerns, science and technology, and financial
matters. IGs from both Councils used multidisciplinary teams for projects dealing with, for
example, housing and food stamp programs, and nonconforming or unapproved parts for
equipment, as well as schemes to defraud the Government.

These efforts demonstrate how the IGs are not merely riding the train of "Reinventing
Government,” but are also helping to stoke the engine. At the same time, the IGs remain vigilant
in fulfilling their statutory mandate to prevent and detect fraud, waste, and abuse.

We would like to thank the IG at the Department of Agriculture for the prompt and professional
coordination of this year’s report.

June Gibbs Brown Thomas D. Blair
Vice Chair Vice Chair
President’s Council on Executive Council on

Integrity and Efficiency Integrity and Efficiency
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REPORT OF THE
PRESIDENT'S COUNCIL
ON INTEGRITY AND
EFFICIENCY



Introduction

The President’s Council on Integrity and Efficiency

The President’s Council on Integrity and Efficiency (PCIE) is an interagency committee charged
with promoting integrity and effectiveness in Federal programs. The PCIE is chaired by the
Deputy Director for Management of the Office of Management and Budget (OMB) and is

composed principally of the 28 Presidentially appointed/Senate confirmed (PAS) Inspectors
General (IGs). The following officials are also members of the PCIE:

the Vice Chairperson of the Executive Council on Integrity and Efficiency (ECIE);
» the Controller of the Office of Federal Financial Management at the OMB,;

» the Assistant Director of the Criminal Investigative Division of the Federal Bureau of
Investigation (FBI);

+ the Director of the Office of Government Ethics;

» the Special Counsel of the Office of Special Counsel; and

the Deputy Director of the Office of Personnel Management (OPM).

The PCIE is focused on two primary objectives: mounting collaborative efforts to address
integrity, economy, and effectiveness issues that transcend individual Federal agencies; and
increasing the professionalism and effectiveness of IG personnel throughout the Government.

The PCIE was established by Executive order in 1981. The Executive order was revised and
reissued in 1992 to reflect changes that had been made in the Inspector General Act of 1978 (IG
Act), as amended. The PCIE membership was expanded to include additional PAS IGs; and the
ECIE, consisting principally of the competitively appointed IGs at designated Federal entities,
was established. The PCIE and the ECIE share the same overall mission and objectives.

The Fiscal Year 1995 PCIE Annual Progress Report to the President

Under the original and revised Executive orders, the Chairperson of the PCIE has an obligation
to report to the President on the activities of the PCIE. Since 1981, the Chairperson has met that
obligation through issuance of PCIE progress reports.

This PCIE progress report focuses on two main areas of accomplishment in the narrative section.
The first theme is that of IGs being "agents of positive change,” with Government accountability
as the underlying emphasis. Also highlighted are Office of Inspector General (OIG) projects
conducted by multidisciplinary teams (i.e., teams combining auditors, investigators, inspectors,
and/or evaluators, as well as others in some cases), and the benefits of this approach to the
agency as well as the OIG staff. Such efforts reflect a continuing commitment by the IGs to
improve program management in their agencies while at the same time fulfilling their legislative



mandate to prevent and detect fraud, waste, and abuse. During FY 1995, PCIE members typically
employed multidisciplinary teams in about 12 percent of their work, ranging from very seldom
to one-third of the time.

The report also includes summary statistical sections on audits and inspections, as well as
investigations. Overall (including audits performed for the IGs by the Defense Contract Audit
Agency (DCAA)), in FY 1995, IG audits and inspections resulted in:

» more than $26 billion in recommendations that funds be put to better use; and

» nearly $6 billion in questioned costs.

In acting on IG audit and inspection recommendations, as well as DCAA recommendations in
audits performed for the IGs, agency managers:

» agreed with more than $10 billion in recommendations that funds be put to better use; and
» disallowed nearly $2.3 billion of questioned costs.

Summary statistics related to investigations are also presented by individual 1Gs. Overall, in
FY 1995, IG investigations led to:

* 4,041 successful prosecutions;

* 4,197 debarments, exclusions, and suspensions of persons or firms doing business with the
Federal Government;

e 2,217 personnel actions involving Federal employees; and
* more than $1.2 billion in investigative recoveries.

At the conclusion of the PCIE report, a list of current PCIE members and their addresses, as well
as hotline numbers, is provided.

The report was compiled from narratives, statistics, and other information submitted by the
membership of the PCIE.



PCIE Committee Accomplishments

The PCIE, in conjunction with the ECIE, maintains committees to examine important issues in
improving the effectiveness of the OIGs and in fighting fraud, waste, and abuse across the
Federal agencies. The following entries highlight the Fiscal Year 1995 activities of the PCIE
committees.

Audit Committee (Chair: Valerie Lau, Inspector General, Department of the Treasury)

The Audit Committee issued a report entitled "Implementing the Electronic Benefits Transfer
(EBT) Systen - A Report on the Current Status of Control Systems" consolidating findings from
previous OIG work that can affect nationwide implementation of EBT. Some of the cross-cutting
issues addressed include data retention and security areas such as user identification and
safeguards over EBT cards. Recommendations covered strengthening controls over access to EBT
systems, improved controls over inventories of unissued cards and other safeguards to prevent
improper use of issued cards. The Federal EBT Task Force found that overall the report was a
very positive effort and commended the PCIE and the OIGs involved for their work. The Task
Force indicated agreement on most of the recommendations and invited the PCIE to have a
representative on the Task Force Policy group and the EBT career executive group.

The USDA |G took the lead for this coordinated effort and was assisted by the 1Gs for DOD,
DoED, HHS, DOL, TREAS, VA, OPM, RRB, and SSA.

Investigations Committee(Chair: Charles Masten, Inspector General, Department of Labor)

During FY 1995, the PCIE Investigations Committee was successful in securing an agreement
with the DOJ and the FBI to enter into a pilot project with seven Inspectors General to grant
blanket deputation of law enforcement authority to OIG Special Agents. Previously, OIG Special
Agents had generally received these deputations on a "case by case" basis, with the OIGs having
to submit a request to DOJ for deputation for each individual agent on each individual case. The
pilot project allowed the participating OIGs to have a "blanket deputation” to be administered by
the 1G, who would regularly report on deputations usage to the DOJ. The pilot program cut down
on administrative workload and enhanced investigative effectiveness -- while maintaining
appropriate oversight of the use of law enforcement authorities by OIG Special Agents.

The basic law enforcement authorities for which OIG Special Agents were deputized include:
executing warrants for an arrest; executing search warrants; seizing evidence; carrying firearms;
and making arrests, without warrants, for any violation committed in the presence of the Special
Agent. The seven agencies involved in this program are the: DOL, HUD, STATE, DOT, VA,
SSA, and SBA.

Integrity Committee (Chair: William J. Esposito, Assistant Director, Criminal Investigative
Division, Federal Bureau of Investigation)

On March 22, 1996 the President signed Executive Order 12993, "Administrative Allegations
Against Inspectors General." The order empowers the FBI to investigate certain non-criminal



allegations against IGs and their staff. It also defines the legal authority for the PCIE to review
allegations and investigative reports regarding IGs and their staff. This order is an important step
forward in formalizing and improving the existing system for reviewing allegations against IGs.

During Fiscal Year '96, the Integrity Committee will focus on formalizing the implementing
procedures for the Executive Order. The Integrity Committee will also work on providing
integrity-related training to the Inspector General community.

This will, of course, be in addition to the Committee’s role in reviewing allegations against 1Gs
and their senior staff. In Fiscal Year 1995, the Committee met five times, opening 26 cases and
bringing 28 cases to closure. The Integrity Committee expects to see a marked increase in new
cases during Fiscal Year 1996 due to the visibility of the Executive Order.

IG Performance Measures Task Force (Co-Chairs: John Layton, Inspector General,
Department of Energy and June Gibbs Brown, Inspector General, Department of Health and
Human Services)

The task force culminated its work by drafting a brochure entitled "PCIE/OIG Guidance on Goals
and Performance Measures." This brochure is intended to be used or modified by individual OIGs
as a guide in developing their own goals and performance measures. The brochure is based on
an analysis of the 3-5 top goals established by each of the individual OIGs for the next 12-24
months. The task force analyzed the goals, considering similarities and singularities of the
individual offices, and developed a composite of goals that were both process and
outcome-oriented.

For example, the report lists "Focus OIG operations on major agency issues and programs to
promote economy, efficiency, and effectiveness, and thereby have a positive impact on the
agency’s program and operations” as a general outcome oriented goal. Possible measures for that
goal then might include "OIG monetary/non-monetary program improvement recommendations
implemented by management.”

Professional Development Committee(Chair: David Williams, Inspector General, Social
Security Administration)

The committee conducts half day training seminars for OIG staff. These "Forums" are always
well attended and provide training opportunities on a variety of topics in the audit, investigations,
and inspections fields. There were six Forums during FY 1995, including "Blinded by the Light
-- Fraud Detection in Cyberspace," which showcased emerging computer investigative techniques;
and "The Unified Field Theory of Management,” which described how existing management
related initiates and legislation (such as audits of financial statements, the National Performance
Review, and the Government Performance and Results Act) build into a unified approach to
effective Federal management.

The committee also began publicationTdfe Journal of Public Inquirya semiannual magazine
featuring articles of interest to the Inspector General community. The second issue was well
underway by the end of the year. Articles include "Let me Task Your Wares: Acquisition
Reform" and "Reinventing the Hotline -- Using the Power of the Internet.”
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Finally, the Committee conducted a survey of in-house training available within the PCIE
community. The survey results indicated that many OIGs were eager to share their training with
other OIGs. The Committee arranged for training opportunities to be announced via IGnet.

Legislation Committee (Jeffrey Rush, Inspector General, Agency for International Development)

The Committee keeps the IGs informed on pending legislation affecting the IG community. When
requested, representatives from the Committee attend or participate in Congressional hearings,
coordinate with OMB, and prepare responses or comments for PCIE consideration on pending
legislation.

Issues coming before the committee in the last year have included: working with the
Subcommittee on Government Management, Information and Technology to prepare for the
committee’s August 1, 1995 hearing on IG Act implementation; and engaging OMB in
discussions on how best to address the OIGs in application of the Paperwork Reduction Act.



OIG Work in FY 1995

As a result of the Vice President’s National Performance Review (NPR), the Inspectors General
crafted a vision statement which says: "We are agents of positive change striving for continuous
improvement in our agencies’ management and program operations, and in our own offices.” One
of the specific avenues the IGs have explored to improve their own operations and effectiveness--
with positive results--has been the increased use of multidisciplinary teams in performing reviews.
This section highlights examples which demonstrate the OIGs’ commitment to being agents of
positive change and employing multidisciplinary teams to their best advantage.

Agency for International Development

Agents of Positive Change

Reengineering of the U.S. Agency for International Development (USAID)

The IG was a ready partner in assisting the Agency in engaging in an intensive reform effort,
unparalleled in its history. When the Vice President of the United States selected USAID as one
of only two agencies to be a "reinvention laboratory" under the NPR, the Administrator identified
a general framework for major reform of the U.S. development assistance program.

OIG efforts have contributed to reform measures which are underway. Two of these efforts are
summarized below.

» Program Performance Information for Strategic Management Systems (PRISK) attempt
to enhance USAID’s ability to measure progress in terms of program results, the Agency
initiated the implementation of an agencywide system, PRISM, for monitoring and reporting
on program performance in 1991. A series of audits on the implementation of PRISM showed
that USAID’s missions have made considerable progress in meeting the requirements for
measuring results, although the Agency still needs to ensure that specific quantifiable
indicators are established and that reporting systems are in place to evaluate progress through
measuring project results.

» Information System Plan (ISRUSAID is undertaking a new and aggressive effort to change
the way it manages its data and information, as described in the ISP. A primary tenet of ISP
is that corporate data will be managed at the Agency level. The OIG has been working with
Agency management in this effort by reviewing the ISP’s management control systems as
these systems are being developed. OIG audits to determine the accuracy of the data to be
transferred into the corporate data base identified systemic weaknesses that, if not corrected,
would negatively impact the integrity of the corporate data base. In addition, the OIG
performed an audit of the Agency’s systems development efforts that identified potential data
compatibility problems that could undermine the very foundation of the ISP’s systems
integration concept.



Multidisciplinary Teams

USAID Assistance for the Haitian Presidential Election

Recently, some concerns were raised about the use of U.S. funding to help assure a smooth
electoral process in Haiti. A team consisting of auditors from two headquarters divisions,
including a certified public accountant from the Financial Audit Division and an experienced
performance audit manager from the Headquarters Liaison and Coordination Division, was
assembled to conduct an on-site review of financial transfers to the Haitian Presidential Election
Council.

The team also worked in close conjunction with a team of auditors from the U.S. General
Accounting Office (GAQO), further broadening the expertise involved in the exercise. Briefings

with the Agency, at which all team members were present before arrival in Haiti, also contributed
to the pooling of information.

The team was subsequently able to review several problem areas where accountability was
lacking, while also keeping the deficiencies in perspective so as to not jeopardize the overall
assistance effort.

Department of Agriculture

Agents of Positive Change
Electronic Benefits Transfer

In 1993, Vice President Gore’s Report of the NHFRpm Red Tape to Resultsalled for the

rapid development of a nationwide system to deliver Government benefits electronically. At least
12 Federal and State benefit programs could use electronic benefits transfer (EBT) to replace
paper delivery methods. These include food assistance programs under the Department of
Agriculture (USDA) and cash benefit programs under the Department of Defense, Department
of Education, Department of Health and Human Services, Department of Labor, Department of
Veterans Affairs, Office of Personnel Management, Railroad Retirement Board, and Social
Security Administration. The PCIE designated the USDA OIG as the lead agency to consolidate
findings and identify concerns related to the nationwide development of EBT. The OIG report
brought to the forefront issues that needed to be addressed before EBT goes nationwide. The OIG
is continuing to work in a coordinated review effort with the PCIE and Federal EBT Task Force
as EBT systems are planned and brought on-line at the national and State level. The PCIE has
designated the USDA OIG to coordinate review of EBT systems at the State level and the
Department of the Treasury OIG to coordinate review of EBT systems at the Federal level.

Joint Investigations Prove Successful

Current congressional and public debate about welfare reform has focused national attention on
the Food Stamp Program (FSP) and its vulnerability to fraud and abuse. The OIG continues to
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concentrate substantial investigative resources to uncover fraud in the FSP. As part of the OIG
commitment to ensure that food stamps get to the people who really need them, the OIG ran
"Operation Checkout," an intensified nationwide enforcement action involving multiple joint
operations with local, State, and Federal law enforcement agencies. Over a 7-week period, this
operation brought to fruition 106 indictments, arrests, and convictions related to over $22 million
in FSP fraud. The OIG will continue with similar operations in order to restore and preserve the
integrity of the FSP.

Financial Statement Audits

The USDA OIG has established a close working relationship with financial managers in the
Department as a result of OIG financial statement audits. The OIG provides technical advice to
the Department through OIG participation on the USDA Financial Statement Coordinating
Committee. The committee addresses issues related to financial statement presentation,
preparation, and accounting standards. The OIG provides technical guidance in such areas as
credit reform, elimination entries, overview and supplemental information, and accounting
standards. The OIG has worked closely with the Department to identify deficiencies in existing
financial systems and propose possible solutions. For example, as a result of OIG’s initial audit
of the USDA consolidated financial statements, the OIG identified material internal control
weaknesses and deviations from accounting standards in USDA financial systems. To correct
these weaknesses, the Department initiated the Financial Information System Vision and Strategy
project to implement a single integrated financial management system designed to meet all
standards. The OIG has been involved in the project from the beginning either by serving on
various project working groups or conducting special reviews in areas such as security. OIG
involvement in this project has mutually benefited the OIG and the Department through
development of a system that will enhance the reliability and the auditability of financial
information.

Multidisciplinary Teams

Multidisciplinary Teams Identify Ineligible and Questionable Stores Authorized to Accept
Food Stamps

Because of continuing reports about stores violating requirements for participating in the FSP,
the OIG performed a nationwide sweep of authorized stores to determine if they met USDA'’s
eligibility criteria. Experience has shown that stores not meeting the criteria are often prone to
traffick in food stamps, paying cash for less than the face value of the stamps and then receiving
full value for the stamps when deposited at their bank. Seventy teams, each consisting of an
auditor and investigator, visited 5,162 stores during May and June 1995 in 7 locations:
Washington, D.C.; St. Louis, Missouri; Alameda County, California; and selected areas in Cook
County, lllinois; New York City, Borough of Manhattan; Dade County, Florida; and Dallas and
Tarrant Counties, Texas.

The OIG found that 857 of the stores visited were clearly not eligible to participate in the FSP
because they had little or no staple foods, were out of business, did not exist, or had more than
1 assigned authorization number. The OIG questioned the eligibility of another 450 stores



because they had limited inventories of staple food items or because their inventories did not
appear to support their food stamp redemptions. Since then, the OIG has participated with
USDA’s program personnel to carry out a similar sweep of 2,100 stores in Los Angeles,
California. Other similar sweeps are planned for additional locations around the country. To date,
USDA has withdrawn the authorizations of 1,400 stores.

Department of Commerce

Agents of Positive Change

National Telecommunications and Information Administration (NTIA) and National
Institute of Standards and Technology (NIST)

In light of concerns about the abilities of the NTIA and NIST programs to properly administer
substantial additional funds and grants, the Department of Commerce OIG conducted reviews of
their grant approval processes. One review looked at NTIA's implementation of the
Telecommunications and Information Infrastructure Assistance Program, raising concerns about
the lack of award processing guidelines, the proposal evaluation process, the selection criteria,
and potential conflicts of interest. Another review disclosed that NIST's Advanced Technology
Program needed to improve the documentation of its selection criteria. In both instances, after
being informed of the OIG concerns, agency officials took prompt actions to get the programs
on the right track.

Also, under a cooperative arrangement with NIST, the OIG conducted a series of accounting
system surveys of selected recipients of the Manufacturing Extension Partnership program. The
surveys found that most of the grantees had some problems with their financial management
systems. Almost without exception, the recipients agreed with the OIG findings and took actions
to implement the recommendations. The joint NIST-OIG initiative has proven beneficial to all
parties by promoting:

» Speedy correction of financial management deficiencies and financial reporting errors,

» on-site training on Federal cost principles and financial requirements for first-time recipients,
and

» early identification of weak recipients and termination of those with insufficient resources to
meet matching share requirements.

Multidisciplinary Teams
Year 2000 Census

An example of a formal multidisciplinary effort involved a recent assessment of the Census
Bureau's readiness for the 2000 decennial census. The OIG decided that reviewing this massive,
complex undertaking required a special team with staff from various offices and disciplines.
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Because of the cross-cutting nature of the effort, the Deputy Inspector General served as Project
Director. The Project Manager and two team members were information technology experts from
the OIG’s Office of Systems Evaluation. The other team member was a program analyst from
the Office of Audits with extensive knowledge of Census Bureau issues. In addition, the project
had a panel of three high-level advisors--the Assistant Inspector General for Systems Evaluation,
the Deputy Assistant Inspector General for Auditing, and an Office of Audits division director
who is an economist with considerable experience with Census issues.

The team members and advisors conferred frequently throughout the review and reporting
process, attending periodic meetings, consulting when questions arose, reviewing report drafts,
and meeting with Census Bureau officials to explain the review results. These results, which
identified weaknesses in the Bureau’s planning process and organizational structure, were
presented in a report to the Bureau and in testimony before the Congress. Because of the
extensive involvement of top officials and staff with varied expertise from throughout the OIG,
the office was able to produce a report that did justice to the complexity and significance of its
subject while also ensuring that it represented the views of all concerned OIG units.

Corporation for National and
Community Service

Agents of Positive Change

The Corporation for National and Community Service (CNCS) OIG concentrates on risks related
to the Corporation’'s newly established AmeriCorps programs and strives to involve CNCS
management to the extent possible. The CNCS OIG redirected its audit plan to include surveys
of grantees in their initial year of receiving AmeriCorps funding to determine their capability to
comply with Federal fiscal accounting and reporting requirements and to safeguard Federal funds.
The OIG began these reviews in the belief that it is more effective to assess the vulnerability of
grantee systems, and prevent the loss of Federal funds, than to try to recover misspent funds after
a grant has been terminated. Overall, the OIG concluded that the reviews are an important risk
assessment mechanism and CNCS management concurs. The OIG is currently conducting several
reviews that were specifically requested by Corporation officials.

An outgrowth of OIG efforts to involve CNCS management was the utilization of joint
OIG/management teams for audit followup. For example, an audit of AmeriCorps grantee City
Year of Boston found significant deficiencies related to fiscal oversight, and that during
FYs 1993 and 1994, City Year’s accounting system and financial management controls did not
meet Federal standards. A team composed of OIG and CNCS management officials made audit
followup visits in January and September 1995 to assess the grantee’s progress in correcting
deficiencies reported in the audit and resolving other issues identified during the audit. These
team visits revealed that significant progress was made in installing a new financial management
system and in correcting many of the deficiencies reported. CNCS management was an active
participant in encouraging required corrective actions by the grantee.
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Multidisciplinary Teams

Audit and Investigation of the ACORN Housing Corporation

Because of concerns raised by members of Congress and in the press that ACORN Housing
Corporation (AHC), a Corporation grantee, was inappropriately engaging in lobbying and
protests, Corporation management asked the OIG to examine certain activities and financial
records relating to the CNCS AmeriCorps grant to AHC. The audit included interviews of AHC’s
project staff and AmeriCorps members. Because of the sensitivity, the number of interviews
required, and the tight timeframes for completion, the OIG utilized experienced investigators, well
trained in interview techniques, to conduct these interviews. These investigators also assisted the
auditors in examining a significant volume of travel vouchers to address specific audit concerns.
Investigator involvement contributed significantly to the quality and response time for the audit.

As a direct result of investigators participating in this audit, the OIG received hotline complaints
that eventually led to a separate investigation of AHC’s activities. Both the audit and
investigation culminated in the termination of the AHC grant, and in testimony by CNCS
management and the OIG before Congress. The testimony reflected a cooperative approach to
assess and terminate a grant in which Federal dollars were misused.

Department of Defense

Agents of Positive Change
Identification of Faulty Gearboxes Basis of $88 Million Settlement With DoD Contractor

An investigation by the Department of Defense (DoD) OIG, Army, and Navy criminal
investigators found that a Defense contractor sold faulty gearboxes that were used in the Navy
F/A-18 aircraft and the Army multiple launch rocket system. The contractor falsely certified to
the DoD that the gearboxes were fully inspected when, in fact, many required inspections were
not performed. The contractor also admitted to routinely not performing required inspections and
tests, knowingly falsifying quality records, selling defective parts to the Government, using faulty
test equipment, and making unauthorized repairs without advising the Government. Over 100
gearboxes were subjected to teardown and inspection during the investigation; all failed
inspection and each contained numerous defective components. Over 100 aborted F/A-18
missions, several in-flight fires, and loss of an F/A-18 during the Persian Gulf War were
attributable to the faulty gearboxes. The investigation resulted in the contractor pleading guilty
and being ordered to pay an $18.5 million criminal fine.

In addition, a DoD OIG audit team supported the Department of Justice (DOJ) negotiations to
settle the civil suit against the contractor for supplying defective parts. The auditors provided the
analytical support that was the basis of an $88 million settlement, the largest single payment by
a Defense contractor caught selling substandard products to the Department. The auditors
estimated the Government incurred costs of $90.6 million as a result of the defects. The estimates
were based on analyses of over 2,000 pages of contractor monthly costs of production reports
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covering 1988 through 1994. The DOJ attorneys used the OIG estimates to negotiate the civil
settlement and the auditors actively supported the DOJ attorneys in negotiations with the
contractor, presenting the cost accounting concepts used to develop the Government’s estimates.
Because of the investigation, and the later audit support, the Department was able to detect and
remove seriously defective and potentially life threatening equipment from its inventory, thus
saving millions of dollars in potential repairs and replacement of equipment while ensuring the
effective operation and safety of vital military hardware and personnel.

Fraudulent Medical Billings

The Department avoided paying millions of dollars in false medical claims because of a
successful investigation by DoD OIG criminal investigators of fraudulent medical billings to the
Civilian Health and Medical Program of the Uniformed Services (CHAMPUS). The investigation
revealed a pervasive scheme in which customers were lured through the use of diagnostic vans
and aggressive telephone solicitations. Patients were promised medical tests and examinations for
little or no cost. The patients assigned all rights to insurance payments to the defendants’
laboratories and clinics. False claims for inflated or unrendered services were then submitted to
CHAMPUS and other Federal and private medical programs in amounts estimated at almost
$1 billion. The court issued fines, penalties, and forfeiture orders to various individuals that
totaled almost $94 million.

Multidisciplinary Teams

Operation Mongoose

Operation Mongoose is a Deputy Secretary of Defense-approved project to develop and operate
a fraud detection and prevention unit to minimize fraud attacks against the financial assets of
DoD. The project is staffed by auditors, criminal investigators, program analysts, and financial
managers from the Defense Finance and Accounting Service, the Defense Manpower Data Center,
and the OIG. The Under Secretary of Defense (Comptroller) provides executive oversight and
direction.

In the area of payments to retirees, the team worked with the OIG criminal investigators and the
U.S. Secret Service to verify the identity of current retirement payment recipients in overseas
locations. In a recent visit to Puerto Rico, an initial estimate of the savings from the verification
effort was established at $350,000 with potentially another $8 million for deceased annuitants.
Other Operation Mongoose efforts identified duplicate vendor payments, erroneous payroll
payments, and questionable transportation payments.

At the joint request of the IG and the Comptroller of the Department of Defense, the PCIE and
the Chief Financial Officers Council jointly sponsored a conference on using computers to detect
and prevent fraud against Government programs. The conference brought together the most
knowledgeable personnel from the audit, information systems, investigative, legal, and financial
communities. The conference results will help promote further interagency automated fraud
detection projects and followup measures.
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Department of Education

Agents of Positive Change
Audit Efforts

The Department of Education (ED) OIG’s focus on providing timely, critical advice to address
high-risk, high-priority areas yielded important findings and recommendations in postsecondary
education during FY 1995. The OIG reported that accrediting agencies, which are required by
law to assess the quality of vocational training programs, have made little progress in establishing
and implementing performance standards to measure student achievement. As a result, there is
no assurance that the billions of dollars in loans and grants that are spent annually on vocational
training are effectively used to provide the skills necessary for students to obtain gainful
employment. The OIG provided the Department with recommendations for corrective measures
to address this critical situation.

In May 1995, the OIG hosted a planning conference that focused on ways to assure that the
Department’s assets are safeguarded as guaranty agencies leave the Federal Family Education
Loan program and the Department’s shift to direct lending increases. During the conference, the
OIG invited ED staff members, congressional staff, and a representative from the National
Council of Higher Education Loan Programs to assist in identifying areas of audit for FYs 1996-
97. The participants identified a number of issues that are being incorporated in the OIG
workplan.

Investigative Efforts

In the last year, three investigations--involving a truck-driver training school in Texas, a Boston
trade school official, and the owner of a business college in Puerto Rico--resulted in a total of
more than $2.4 million in criminal and civil seizures. Another case, involving a training
corporation in Pompano Beach, Florida, resulted in su